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SUMMARY 


Estimates  of  farm  debt  were  lowered  substantially  by  a  revision  of 
the  I&O  component  of  the  nonreal  estate  debt  series.   The  estimate 
for  January  1,  19  75,  of  I&O  debt  was  revised  downward  by  $10.6  bil- 
lion, from  $16.7  billion  to  $6.1  billion.   Total  nonreal  estate  debt 
on  January  1,  1975,  was  estimated  at  $35.2  billion,  and  with  real 
estate  debt  unchanged  at  $46.3  billion,  total  farm  debt  was  esti- 
mated at  $81.5  billion;  previously  it  had  been  $92.2  billion.   The 
I&O  sources  include  mainly  retail  sellers  of  farm  machinery  and  other 
products,  individuals,  farmer  cooperatives,  and  institutional  lenders 
not  elsewhere  classified. 

On  the  revised  basis,  I&O  debt  on  January  1,  1976,  is  estimated  at 
$6.4  billion  and  total  nonreal  estate  debt  at  $39.4  billion;  with 
real  estate  debt  of  $50.9  billion,  total  farm  debt,  excluding  Commo- 
dity Credit  loans,  is  estimated  at  $90.3  billion. 

The  I&O  revision  followed  appraisal  of  information  provided  by  two 
Bureau  of  the  Census  surveys  of  farm  debt — as  of  January  1,  19  71, 
and  June  30,  1966.   The  I&O  figure  had  not  been  revised  since  the 
establishment  of  a  benchmark  estimate  for  January  1,  1961,  based  on 
the  Bureau  of  the  Census  debt  survey  of  that  date. 

Review  of  the  1966  survey  data  indicated  the  Census  I&O  figures  were 
not  greatly  different  from  existing  USDA  estimates  and  no  benchmark 
revision  was  made  at  that  time.   However,  the  19  71  Census  survey 
showed  that  much  larger  differences  had  developed.   Thus,  benchmark 
revisions  were  made  for  January  1,  1971,  and  January  1,  1967,  and 
changes  were  prorated  back  to  1961. 

Estimates  are  quite  tentative  for  years  after  1971  and  will  remain 
so  until  results  of  the  1974  Census  of  Agriculture  become  available 
and  are  analyzed.   Figures  for  19  71  and  1975  are  shown  in  table  1. 

KEYWORDS:   Agricultural  finance,  credit,  farm  debt,  finance,  non- 
real  estate  debt,  Census. 
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Table  1 — Farm  debt  outstanding  January  1,  1971,  and  January  1,  1975, 
United  States,  revised  and  previous  estimates  1/ 


Item 

January  1,  1971 

January  1,  1975 

Previous  [   Revised 

Previous  [      Revised 

Nonreal  estate  debt 
held  by  individuals 

Million  dollars 
12,340     4,850  2/   16,690     6,050  2/ 

Nonreal  estate  debt 
held  by  four  insti- 
tutional lenders  3/.. 

All  nonreal 

17,412    17,412      29,176    29,176 
29,752    22,262      45,866    35,226 

Farm  real  estate 
d  eb  t 

30,346    30,346      46,288    46,288 

All  farm  debt 

60,098    52,608      9?.1S£    R1.S1A 

1/   Loans  of  Commodity  Credit  Corporation  are  excluded. 
2,/  The  revised  1971  I&O  figure  is  a  benchmark  estimate.   The  revised 
1975  figure  is  tentative  until  further  data  are  available  with  which 
a  benchmark  estimate  can  be  made. 

3/  All  operating  banks,  Farmers  Home  Administration,  production  cre- 
dit associations,  and  loans  of  the  Federal  Intermediate  Credit  Banks 
to  institutions  other  than  the  production  credit  associations. 
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REVISION    OF   THE    U.S.    DEPARTMENT    OF    AGRICULTURE'S 
NONREAL    ESTATE    FARM    DEBT    SERIES,    1962-75 

Philip  T.  Allen 

INTRODUCTION 

On  January  1,  1975,  U.S.  farmers  had  outstanding  debt  totaling  over 
$80  billion.   While  much  of  this  debt  was  incurred  to  purchase  farm 
real  estate,  43  percent  was  incurred  for  nonreal  estate  purposes 
(table  1) . 

Most  nonreal  estate  farm  debt  is  held  by  four  institutional  lenders 
who  periodically  report  their  holdings  of  farm  loans.   The  rest  is 
held  by  individuals  and  others  (I&O) .  1_/*  Lending  to  farmers  is  not 
the  main  business  of  most  of  the  individuals  or  firms  in  the  I&O 
group  and  usually  no  public  statements  are  made  of  their  lending 
activities . 

The  nonreal  estate  debt  series  of  ERS  was  last  revised  on  the  basis 
of  the  1960  survey  of  farm  debt  by  the  Bureau  of  the  Census.   No  re- 
vision was  made  on  the  basis  of  data  from  the  1966  Census  debt  sur- 
vey.  However,  study  of  the  1970  Census  survey,  which  became  avail- 
able in  late  19  74,  indicated  that  another  revision  should  be  made. 
The  purpose  of  this  report  is  to  explain  how  the  revision  was  made 
and  discuss  its  implications  for  farm  finance. 

Evidence  indicating  the  need  for  a  revision  in  the  nonreal  estate 
debt  series  was  based  on  (1)   the  proportion  of  Census-reported  total 
debt  owed  to  I&O  sources,  and  (2)   the  debt  amounts  reported  in  each 
of  the  Censuses  by  lender,  compared  with  USDA  lender-source  estimates, 
These  comparisons  appear  in  the  following  two  sections. 

Though  there  were  some  differences  in  the  methodology  of  the  three 
Census  surveys,  none  of  them  appeared  important  enough  to  signifi- 
cantly affect  the  quality  of  the  reporting. 

Two  related  types  of  evidence  from  the  Census  surveys  indicated  that 
a  massive  decline  in  the  importance  of  the  I&O  component  had  occurred 
First,  the  data  showed  that  the  I&O  component  had  become  a  much  small- 
er part  of  the  Census  reported  nonreal  estate  debt  total — dropping 
from  38  percent  of  the  total  in  1966  to  23  percent  in  1971.   Second, 
a  comparison  of  Census  reports  with  USDA  estimates,  where  comparisons 
were  possible,  for  loans  of  banks,  production  credit  associations, 
and  Farmers  Home  Administration,  indicated  that  these  relationships 
were  fairly  consistent  from  one  Census  to  the  next.   Thus,  the 
Census/USDA  ratio  for  debts  of  these  three  institutional  lenders  in 
1966  was  59  percent,  and  in  1971  it  was  64  percent.   However,  the 
*A11  footnotes  appear  on  page  14. 


Census/USDA  ratio  for  I&O  debt  dropped  from  53  percent  in  1966  to 
26  percent  in  1971.   It  was  reasoned,  therefore,  that  the  USDA  esti- 
mates of  I&O  debt  should  be  revised  downward. 

Reflecting  this  revision  of  the  I&O  debt  and  other  influences,  the 
shares  of  the  nonreal  estate  loan  market  supplied  by  the  different 
lenders  have  changed  substantially  in  the  last  15  years.   The  major 
changes  were  increases  in  the  relative  importance  of  loan  holdings 
of  production  credit  associations  and  to  some  extent  of  banks,,  and 
declines  in  the  importance  of  the  I&O  group.   According  to  the  Census 
data,  the  I&O  loans  became  somewhat  less  important  between  1961  and 
1966,  and  receded  much  further  by  1971.   Although  benchmark  data  are 
not  yet  available  for  1974,  rather  widespread  reports  indicated  that 
the  merchant  and  dealer  component  of  the  I&O  debt  has  continued  to 
ebb.   The  revisions  for  1972-75  reflect  this  assumption.   A  new  pro- 
cedure for  estimating  annual  changes  in  I&O  debt  has  been  developed 
and  is  being  tested. 


DEBT  HELD  BY  INDIVIDUALS  AND  OTHERS 
COMPARED  WITH  TOTAL  FARM  DEBT 

Individuals  and  others  are  an  important  source  of  real  estate  loans 
to  farmers,  as  well  as  of  nonreal  estate  loans.  The  I&O  proportion 
of  total  real  estate  debt  remained  about  constant  over  the  three  sur- 
veys; in  contrast,  the  I&O  proportion  of  nonreal  estate  declined  some 
between  1961  and  1966,  and  sharply  from  1966  to  1971  (table  2).   From 
1961  to  1966,  nonreal  estate  loans  to  farmers  from  the  I&O  group  rose 
less  rapidly  than  loans  from  the  major  institutional  lenders.   From 
1966  to  1971,  the  I&O  loans  declined  considerably  while  loans  of  in- 
stitutional lenders  rose  by  about  half. 

The  declining  importance  of  the  I&O  group  was  due  to  a  considerable 
decline  in  lending  to  farmers  by  both  merchants  and  dealers  and  by 
"other  individuals"  (table  2) .   Lending  by  merchants  and  dealers 
accounted  for  a  little  over  half  of  the  I&O  loans  in  1961,  and  other 
individuals  accounted  for  less  than  a  third.   The  relative  importance 
of  these  groups  declined  sharply  over  the  next  decade.  2/  Loans  of 
"other  lending  institutions"  were  about  stable.   Other  groups  in  the 
I&O  loan  category  were  of  minor  importance  and  varied  from  one  survey 
period  to  another. 

The  three  surveys  were  similar  in  major  respects  so  that  survey  par- 
ticipant responses  were  probably  quite  similar.  All  were  sample  sur- 
veys, although  of  varying  sizes.   The  1960  survey  was  based  on  opera- 
tors of  about  11,000  farms,  the  1966  survey  on  about  16,000  farm 
operators,  and  the  1971  survey  on  about  41,000  farm  operators — each 
with  their  associated  landlords. 

The  last  survey  asked  for  debts  owed  on  a  certain  date,  in  this  case 
on  December  31,  1970.   In  the  earlier  surveys,  respondents  were  in- 
structed to  report  the  debts  "now"  owed.   For  the  1960  survey,  most 
enumerations  were  made  in  November  and  December  of  1960  and  hence 
the  debts  outstanding  probably  corresponded  fairly  closely  to  out- 
standings at  the  end  of  the  year.   For  the  1966  survey,  the  mailed 
questionnaires  were  returned  by  respondents  from  March  through  August 
except  for  those  of  landlords.  Mail  or  telephone  contact  was  made 


Table  2 — Loans  of  individuals  and  others,  and  of  major  institutional 
lenders,  as  reported  in  three  Census  surveys 


Loan  type  and  lender 


Survey  date  of :  1/ 


January  :  June  :  January 
1961   :  1966  :   1971 


Percent  of 
survey  total 


1961  '  1966  '  1971 


Total  debt 


Nonreal  estate 


Major  institutional 
lenders,  total  2/ . 
Commercial  &  sav- 
ings banks 

Production  credit 

association 

Farmers  Home 
Administration. .  , 


Individuals  &  others 
total 

Merchants  &  dealers 
Other  individuals. 
Other  lending 

institutions 

Insurance  companies 
Miscellaneous. . . . 


Real  estate  3/ 


Major  institutional 
lenders 


Individuals  &  others 


-  -Million  dollars  -  -  ■ 

19,896   39,248   39,786 

6,810   11,949   14,283 


3,871 

7,404 

11,028 

2,567 

4,437 

6,391 

1,145 

2,298 

4,199 

159 

669 

438 

2,939 

4,545 

3,255 

1,592 

2,369 

1,941 

723 

798 

447 

314 

741 

533 

175 

290 

229 

135 

347 

105 

13,086   23,990   25,503 

8,209   15,258  16,391 
4,877    8,732   9,112 


Percent 


100 


100 

63 
37 


100 


100 

64 
36 


100 


57 

62 

77 

38 

37 

45 

17 

19 

29 

2 

6 

3 

43 

38 

23 

23 

20 

14 

11 

7 

3 

5 

6 

4 

3 

2 

1 

1 

3 

1 

100 

64 
36 


1/   The  surveys  were  conducted  over  a  period  of  several  months. 
These  dates  are  approximate.   Only  in  1971  were  respondents  asked  to 
report  their  indebtedness  as  of  a  certain  date  (Jan.  1,  1971). 

2/   In  this  listing,  loans  to  other  financial  institutions  of  the 
Federal  Intermediate  Credit  Banks  are  not  included  since  such  loans 
could  not  be  identified  in  the  Census  categories.   Respondents  pro- 
bably would  have  included  such  loans  in  the  group  "other  lending 
institutions." 


3/  Since  this  report  is  concerned  with  nonreal  estate  debt  the 
various  lender  groupings  are  not  shown. 


Table  3 — Revised  and  previous  estimates  of  nonreal  estate  farm  loans 
of  individuals  and  others,  and  accompanying  changes  in  to- 
tal nonreal  estate  debt,  1961-75,  January  1. 


:          Debt 

owed 

Debt  owed 

Debt 

owed 

:      to   individual 

to   institutional 

to 

all 

Ye« 

ar 

:        and   o 

thers 

lenders 

sources 

'Previous 

\   Revised 

(Unchanged) 

Previous 

"    Revised 

Million  dollars 

1961 

4,990 

4,990 

6,979 

11,969 

11,969 

1962 

5,360 

5,150 

7,551 

12,911 

12,701 

1963 

6,090 

5,680 

8,484 

14,504 

14,164 

1964 

6,720 

6,180 

9,477 

16,197 

15,657 

1965 

7,110 

6,330 

10,036 

17,146 

16,366 

1966 

7,880 

6,950 

11,112 

18,992 

18,062 

1967 

8,820 

7,350 

12,444 

21,264 

19,794 

1968 

9,760 

7,070 

13,764 

23,524 

20,834 

1969 

10,320 

5,840 

14,547 

24,867 

20,387 

1970 

11,230 

5,340 

15,828 

27,058 

21,168 

1971 

12,340 

4,850 

17,412 

29,752 

22,262 

19  72 

1/ 

13,700 

5,060 

19,584 

33,284 

24,644 

1973 

1/ 

15,360 

5,840 

21,954 

37,314 

27,794 

1974  1/ 

15,900 

5,930 

26,204 

42,104 

32,134 

19  75 

1/ 

16,690 

6,050 

29,176 

45,875 

35,226 

1/   Preliminary. 


with  landlords  between  May  and  September  (June  30,  1966,  was  consi- 
dered to  be  close  to  the  average  reporting  date) .   This  midyear 
reporting  date  for  the  1966  survey  influenced  some  of  the  compari- 
sions  between  surveys,  but  in  unmeasurable  ways. 

The  1966  survey  also  differed  a  little  from  the  other  surveys  in  that 
one  of  the  lender  categories  in  the  merchant  and  dealer  subgroups  was 
for  "household"  items.   In  the  other  two  surveys,  it  was  indicated 
that  these  nonfarm  type  debts  should  be  excluded.   However,  this 
difference  did  not  matter  much.   The  item  accounted  for  only  $107  mil- 
lion of  $2,369  million  of  the  merchant  and  dealer  total  reported  in 
1966,  and  it  increased  the  miscellaneous  category  a  little.  3/  Thus, 
although  there  were  some  differences  in  the  surveys,  none  of  them 
appeared  important  enough  to  affect  significantly  the  quality  of  the 
reporting.   The  declining  importance  of  the  I&O  component  in  nonreal 
estate  lending,  as  reflected  in  the  Census  reports,  appeared  to  indi- 
cate that  such  lending  was  in  fact  becoming  less  important. 


COMPARISON  OF  CENSUS  SURVEY  AND  USDA 
DEBT  ESTIMATES 

In  the  Census  reports,  there  were  eight  lender  groups  for  which  non- 
real  estate  loans  were  reported.   Three  of  these — commercial  and 
savings  banks,  PCA's,  and  FmHA — are  separately  reported  in  USDA  sta- 
tistics, and  hence  can  be  directly  compared  with  Census  estimates. 
The  others — merchants  and  dealers   4/  and  the  four  additional  cate- 
gories shown  under  "individuals  and  others"  in  table  2 — correspond 
with  the  USDA  category  termed  "individuals  and  others." 

One  group  for  which  USDA  obtains  loan  reports — the  loans  of  the  OFI's 
financed  by  the  FICB's — cannot  be  separately  compared  with  the  Census 
"other  lending  institutions"  since  the  Census  group  is  broader  than 
the  OFI's,  including,  for  example,  loans  of  consumer  finance  agencies, 
credit  unions,  savings  and  loan  associations,  perhaps  farmer  coopera- 
tives, and  doubtlessly  some  other  groups.   In  the  comparison  of  Census 
and  the  USDA  I&O  data  in  figure  1,  5>/  tne  0FI  loans  of  the  FICB's  are 
included  in  the  USDA  estimate  so  that  the  coverage  of  each  group  is 
similar.   As  noted  earlier  in  this  report,  the  Census  information  is 
the  principal  corroborative  data  on  which  the  USDA  estimates  of  I&O 
sources  are  benchmarked  (the  benchmark  procedure  is  described  later 
in  this  report) . 

In  all  three  surveys,  Census  data  (with  exception  of  FmHA,  which  is  a 
small  part  of  the  total)  are  much  closer  to  the  USDA  estimate  for  real 
estate  loans  than  for  nonreal  estate  loans.   Several  factors  seem  to 
be  involved.   Loans  not  secured  by  farm  real  estate  are  probably  more 
likely  to  be  overlooked  and  hence  not  reported  than  are  the  more  for- 
mally secured  mortgage  debts  which  are  recorded  in  public  documents. 
Also,  the  outstanding  amount  of  loans  secured  by  real  estate  are  pro- 
bably more  frequently  overstated  because  respondents  who  forget  about 
installment  repayments  would  enter  the  amount  they  originally  borrowed 
instead  of  the  amount  currently  owed.   It  also  appeared  that  farmers 
tended  to  consider  more  of  their  loans  as  secured  by  real  estate  than 
actually  were  so  secured.   In  the  1960  and  1966  surveys,  an  effort 
was  made  to  adjust  for  the  presumed  over  reporting  by  transferring 


some  loans  reported  as  secured  by  real  estate  into  the  nonreal  estate 
group.  6/   Such  an  adjustment  was  not  made  in  1971.   However,  in- 
creased efforts  were  made  in  the  survey  form  to  explain  to  respondents 
the  security  classifications  desired,  and  this  appeared  to  have  re- 
sulted in  the  security  classification  reported  in  the  Census  being 
closer  to  those  reported  by  the  agencies,  which  are  the  basis  of  the 
USDA  figures.  ]_/ 

In  the  nonreal  estate  loan  comparisons  shown  in  figure  1,  the. rela- 
tionships between  Census  and  USDA  figures  were  fairly  consistent  for 
the  institutional  lenders  for  the  three  survey  periods.   Thus,  for 
the  overall  three  major  institutional  lender  totals — all  institutions 
in  figure  1 — Census  reports  were  56  percent  of  the  USDA  estimate  in 
1961,  59  percent  in  mid- 1966,  and  64  percent  in  1971.   Based  on  this 
comparison,  the  Census  reports  seemed  a  little  more  adequate  in  each 
survey  period.   The  ratio  of  Census  to  USDA  estimates  was  quite  uni- 
form for  banks  and  PCA's.   It  appeared  to  be  less  consistent  for  FmHA, 
reflecting  less  knowledge  of  the  respondents  about  the  amounts  of 
their  outstanding  indebtedness,  or  the  holder  of  their  debt  in  the 
case  of  insured  or  guaranteed  FmHA  loans.   Altogether,  it  appeared 
the  Census  nonreal  estate  debt  figures  were  fully  as  accurate  in  1971 
as  in  1966  and  1961. 

In  contrast  to  the  Census/USDA  ratios  for  debts  owed  to  institutional 
lenders,  the  ratio  for  debt  owed  to  the  I&O  category  declined  from 
58  percent  to  53  percent,  to  26  percent.   On  the  basis  of  this  de- 
cline and  other  evidence  presented  earlier  in  this  report  indicating 
the  declining  importance  of  the  I&O  group,  USDA  estimates  were  revised, 


THE  REVISION 

As  in  the  1961  revision,  in  preparing  the  1966  and  the  1971  bench- 
mark estimates  it  was  assumed  that  the  Census  I&O  debt  estimates 
were  short  of  the  actual  I&O  debt  amounts  in  the  same  proportion  that 
the  Census-reported  debts  held  by  the  three  major  nonreal  estate  insti- 
tutional lenders  (banks,  PCA's,  and  FmHA)  were  below  the  debts  actu- 
ally reported  by  these  three  lenders.   The  Census-reported  debt  owed 
to  the  three  lenders  in  1966  was  63.2  percent  of  the  debt  reported 
by  these  agencies,  and  64.1  percent  in  1971.   In  1961,  it  had  been 
61.8  percent.   The  Census-reported  I&O  debt  estimates  were  then  ex- 
panded by  comparable  proportions,  some  other  additions  (or  subtrac- 
tions) were  made,  and  the  benchmark  estimates  were  established. 
Comparable  revisions  were  made  for  the  intervening  years  from  1971 
back  to  the  previous  benchmark  level  of  1961.   Estimates  were  made 
only  at  the  national  level.  An  investigation  indicated  that  the 
data  available  were  not  sufficiently  accurate  for  State  estimates. 

The  1961  Census  debt  survey  was  the  first  one  made  on  a  nationwide 
basis,  and  the  resulting  data  were  carefully  appraised  at  that  time. 
The  appraisal  was  an  important  element  in  the  subsequent  revision  of 
the  USDA  I&O  nonreal  estate  debt  estimates  for  1949-64.  8/  One  of 
the  conclusions  of  this  appraisal  was  that  the  farm  respondents  to 
the  1961  survey  had  misclassif ied  some  of  their  nonreal  estate  debts, 
mistakenly  reporting  them  as  secured  by  farmland.   In  an  effort  to 
improve  the  adequacy  of  the  real  estate-nonreal  estate  security 
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groupings,  a  new  classification  plan  was  devised  to  split  away  the 
misclassif ied  real  estate  secured  loans  and  include  them  with  other 
nonreal  estate  loans  in  a  more  inclusive  grouping  called  "nonreal 
estate  and  related  debt."  The  remaining  loans  in  the  real  estate 
group  were  called  "major  real  estate  loans."   In  1961,  some  other 
adjustments  and  refinements  were  made  in  the  Census-reported  loan 
figures,  and  USDA  lender-source  estimates  of  that  date  were  modified 
slightly  to  improve  comparability  with  Census  results.   These  data 
were  the  basis  of  the  1961  benchmark  revision.   For  various  group- 
ings and  regroupings  of  the  census  data  and  a  further  discussion  of 
the  1961  revision,  see  appendix  table  3. 

The  1966  Benchmark  Revision 

The  adjustments  made  to  the  1966  Census-reported  debt  amounts  (see  app, 
table  7)  rearranged  the  data  by  security  into  major  real  estate  debt 
and  nonreal  estate  and  related  debt.   The  more  detailed  adjustment 
process  of  1961  was  not  used  in  this  present  revision  since  it  be- 
came evident  from  study  of  the  1961  data  and  adjustments  that  the 
results  were  not  greatly  different,  whether  the  more  finely  tuned 
amounts  or  the  less  detailed  "major  real  estate-nonreal  estate  and 
related"  amounts  were  used.   In  the  1971  adjustment  discussed  below, 
with  some  improvement  evident  in  the  Census  data,  this  latter  adjust- 
ment into  "major  real  estate — nonreal  estate  and  related"  debt  was 
judged  to  be  unnecessary  and  was  not  made. 

The  essential  Census/USDA  comparisons  for  the  1966  benchmark  revi- 
sion, of  debts  owed  to  institutional  lenders  and  to  the  I&O  group  for 
mid- 1966,  are  shown  below: 


Lender 


Original 
Census 

estimate 
of  nonreal 
estate  debt 


Reclassification 
of  data  into  "non- 
real  estate  and 
related"  debt 


USDA 

estimate  of 

debt   as   of 

mid-1966 


Census/USDA 
ratio 


Banks 
PCA's 
FmHA 
Total 


4,437 

1,678 

669 

$6,784 


-  Million  dollars  - 

4,832 

2,298 

753 


$7,883 


8,490 

3,122 

856 

$12,468 


Percent 


63.2 


Not   applicable, 


The  Census-reported  debt  owed  to  I&O  lenders  was  then  expanded  by 
dividing  it  by  63.2  percent: 


:  Original 

Reclassifica- 

Benchmark estimate 

Census 

tion  of  Census 

for  mid-1966; 

Lender 

estimate 

data  into 

"non- 

column  2  total 

of  nonreal 

real  estate  and 

divided  by  63.2 

estate  debt 

related" 

debt 

percent 

Million  dollars 

Insurance 

companies 

290 

290 

— 

Other  lend- 

ing insti- 

tutions 

741 

871 

— 

Merchants 

and  dealers 

2,370 

2,370 

— 

Other  indivi- 

duals 

798 

941 

— 

Miscellaneous 

347 
4,545 

347 
4,819 

— 

Total 

7,625 

Loans  of  the  FICB's  to  OFI's  are  included  in  USDA  estimates  of  debt 
owed  to  institutional  lenders,  but  could  not  be  separately  identi- 
fied in  the  Census-reported  amounts.   Therefore,  the  June  30,  1967, 
I&O  benchmark  estimate  of  $7,625  million  was  reduced  by  the  OFI  loan 
amount  of  $165  million  to  $7,460  million,  to  avoid  duplication.   This 
June  30,  1966,  estimate  was  then  adjusted  to  a  January  1,  19  67,  level 
by  decreasing  it  by  1.5  percent — the  same  decline  as  for  the  four  in- 
stitutional lenders  during  the  July-December  period.   The  January  1, 
1967,  benchmark  estimate  then  became  $7,350  million  (rounded  from 
$7,348  million). 

The  1971  Benchmark  Revision 
The  Census/USDA  debt  ratio  was  derived  as  follows: 


Lender 

Original 
Census  data 

:    USDA  estimate 
:   debt  as  of  that 

of 
date 

:   Ratio 

:Census/USDA 

Banks 

PCA 

FmHA 

Million 

6,391 

1/  4,199 

438 

$11,028 

dollars 

11,102 

5,295 

795 

$17,192 

Percent 

Total 

64.1 

1/      $499  million  of  loans  reported  as  secured  by  farmland  plus 
$3,700  million  loans  reported  as  nonreal  estate  loans. 


The  Census/reported  debt  owed  to  I&O  lenders  on  January  1,  1971, 
was  expanded  as  shown: 


Benchmark  estimate 

Lender 

Original  C 
data 

ensus 

for 
col. 

Jan.  1,  1971; 
1  total  divided 

by 

64.1  percent 

Million 

dollars 

Insurance  companies 

229 

— 

OLI  (except  insurance 

co. 's) 

533 

— 

Merchants  &  dealers 

1/ 

1,941 

— 

Individuals  NEC 

447 

— 

Miscellaneous 

103 
$3,253 

— 

Total 

$5,074.9 

1/   Includes  $55  million  reported  as  secured  by  farmland. 

This  figure  was  reduced  by  subtracting  OFI  loans  of  $220  million, 
and  then  rounding  to  $4,850  million. 


REVISED  ESTIMATES,  1962-71 

The  benchmark  estimates  for  January  1,  1971,  and  January  1,  1967, 
were  the  basis  for  revising  the  intervening  estimates.   The  revised 
and  previous  estimates  are  in  table  3  and  figure  2. 

The  extent  of  the  revision  is  indicated  by  figure  3,  which  shows 
the  relationship  between  the  revised  and  previous  I&O  estimates  ,  and 
loans  of  the  four  nonreal  estate  institutional  lenders.   In  the  pre- 
vious estimate,  the  I&O  estimate  in  years  after  the  1961  benchmark 
had  been  calculated  as  a  fixed  percentage  of  the  loans  of  the  four 
institutional  lenders.   This  method  became  progressively  less  ade- 
quate after  1967.   By  19  71,  the  institutional  lenders  were  financing 
a  substantially  larger  share  of  the  total  market. 


PRELIMINARY  ESTIMATES  FOR  1972-75 

Relatively  little  information  was  available  for  constructing  the 
estimates  of  I&O  debt  after  the  benchmark  estimate  of  January  1,  1971, 
In  the  absence  of  stronger  data,  a  new  estimating  procedure  was  devel- 
oped and  used.   Its  adequacy  can  be  tested  when  debt  information 
becomes  available  from  the  1974  Census  of  Agriculture.   Although  col- 
lected in  less  detail  for  the  various  lenders  than  in  the  three  finan- 
cial surveys,  the  debt  coverage  in  the  19  74  Census  was  very  broad. 
All  farm  operators  with  gross  receipts  of  $2,500  or  greater  in  1974 
were  asked  to  report  the  outstanding  amounts  of  their  nonreal  estate 
and  real  estate  debts.   The  lender  sources  were  in  three  groups 
including  major  institutional  lenders  and  individuals  and  others. 
This  made  a  new  benchmark  I&O  estimate  for  January  1,  19  75,  possible. 
It  is  hoped  the  new  interim  method  reported  here  for  January  1,  1972- 
75,  will  prove  to  be  adequate.   If  it  is,  it  should  be  possible  to 
construct  and  keep  current  I&O  estimates  by  States;  State  estimates 
have  not  been  made  before. 
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MERCHANT  AND  DEALER  DEBT  COMPARED 
WITH  ANNUAL  FARM  EXPENDITURES 


r-        O, 


TRACTORS  AND 
OTHER  FARM 
MACHINERY 


>/o 


AUTOS  AND  TRUCKS 


LIVESTOCK  AND 
POULTRY 


GAS,  OIL,  OTHER  FUEL 


r     10 


FEED,  SEED, 
AND  FERTILIZER 


10 


1960 


MISCELLANEOUS 


*  THE  PERCENTAGE  WAS  DETERMINED  BY  DIVIDING  THE  YEAR  END  CENSUS  DEBT  ESTIMATE  (1960.  1966, 
1970)  FOR  THE  ITEM  BY  THE  USDA  ESTIMATED  EXPENDITURE  FOR  THE  ITEM  DURING  THE  CALENDAR 
YEAR.    GROUPINGS  OF  ITEMS  ARE  ONL  Y  APPROXIMATE. 


NEC  ERS  2346-75  (12) 


Figure  4 


13 


The  estimating  procedure  is  to  base  debt  amounts  on  related  expend- 
iture items.   In  the  Census  financial  surveys,  respondents  were  asked 
to  report  their  merchant  and  dealer  debts  under  six  categories  (app. 
table  1) .   USDA  farm  expenditure  estimates  were  then  grouped  into 
somewhat  similar  categories,  and  the  two  sets  of  estimates  compared. 
Results  are  indicated  in  figure  4. 

In  general,  the  debt/expenditure  ratios  followed  a  fairly  consistent 
declining  trend  from  1960,  to  1966,  to  1970  (automobiles  and  trucks 
were  the  exception).   The  trendlines  were  extended  to  January  1,  1975. 
This  was,  or  course,  the  most  unreliable  part  of  the  estimate.   It  is 
likely  that  the  trend  did  continue  to  decline,  especially  in  1973  and 
1974,  when  there  were  fairly  widespread  reports  that  merchants  and 
dealers  were  limiting  provision  of  credit  to  their  customers.   The 
dealers  no  longer  needed  to  encourage  buying  of  their  products;  they 
readily  sold  all  of  their  supplies,  creating  little  incentive  to  pro- 
vide credit  to  buyers. 

The  estimate  of  merchant  and  dealer  debt  by  this  method  was  used  to 
estimate  the  entire  I&O  total  for  January  1,  1975.   It  was  assumed 
that  the  merchant  and  dealer  portion  in  1975  was  the  same  as  in 
1971 — 60  percent.   In  fact,  merchant  and  dealer  debt  may  have  in- 
creased a  little  in  importance  during  1971-75:   it  was  54  percent  in 
1960,  52  percent  1966,  and  60  percent  in  1970.   However,  the  reversal 
of  direction  between  1960  and  19  70  led  to  the  decision  to  leave  it 
constant. 

After  the  January  1,  1975,  estimate  was  established,  the  annual  in- 
terbenchmark  estimates  for  1972,  1973  and  1974  were  needed.   These 
were  made  by  basing  them  on  the  annual  USDA  farm  expenditure  estimates 
of  the  relevant  items,  similar  to  the  way  the  January  1,  19  75,  figure 
was  established.   This  calculation  method  seemed  satisfactory  and  it 
was  used  also  for  the  other  interbenchmark  years  of  1962-66  and  1968- 
70. 


FOOTNOTES 

1/  Some  terminology  matters  are  given  here  as  used  in  USDA  loan  and 
debt  statistics  (debts  and  loans  are  considered  as  interchangeable 
terms) .   Typically  farm  loans  are  classified  as  real  estate  loans  or 
nonreal  estate  loans  depending  mainly  on  the  principal  security  of 
the  loan.   Real  estate  loans  are  sometimes  referred  to  as  mortgage 
loans  and  nonreal  estate  loans  as  nonmortgage  loans  or  other  loans. 
Real  estate  loans  are  loans  secured  by  farmland  except  in  the  case 
of  loans  of  the  Production  Credit  Association  (PCA) .   All  PCA  loans 
are  classified  in  USDA  statistics  as  nonreal  estate  loans  even  though 
a  mortgage  may  have  been  taken  on  the  borrower's  farmland  as  part  of 
the  security.   This  classification  was  made  because  it  was  believed 
such  loans  were  used  mainly  for  purposes  typically  associated  with 
nonreal  estate  lending,  rather  than  with  land  purchases  or  other 
usual  real  estate  loan  purposes.   However,  it  is  recognized  that  a 
security  classification  is  not  the  same  as  a  loan  purpose  classifi- 
cation. 

The  loan  fund  suppliers  here  termed  I&O  have  had  different  names  at 
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times,  probably  the  most  common  one  being  "non-reporting  creditors." 
However,  the  I&O  terminology  is  frequently  used  in  real  estate  lending 
and  it  seemed  less  confusing  to  use  it  here  also,  despite  the  fact 
that  individuals  are  less  important  in  nonreal  estate  lending  than 
in  real  estate  lending. 

2/   The  individual  groups  in  the  merchant  and  dealer  category  are 
shown  in  app.  table  1. 

3/  The  I&O  amount  might  possibly  have  been  as  much  as  $200  million 
less  in  1966  had  the  1961  survey  definition  been  used.   However,  the 
effects  of  varying  definitions  are  difficult  to  estimate,  particu- 
larly in  1966,  when  the  reporting  date  was  different,  and  no  adjust- 
ments were  made  in  the  1966  Census  figures  for  the  revision  because 
of  this. 

4/  In  the  Census  reports ,  6  or  7  subgroups  of  the  merchant  and  dealer 
total  were  reported.   See  app.  table  1. 

5/  Data  for  this  figure  are  in  app.  table  2. 

6/  Garlock,  Fred  L.  and  Philip  T.  Allen.   Technical  Appraisal  of  the 
1960  Sample  Survey  Estimates  of  Farm  Debt,  ERS-167 ,  Econ.  Res.  Serv., 
U.S.  Dept.  Agr.,  June  1964. 

77  About  3  percent  of  PCA  loans  made  in  fiscal  year  1966,  the  time  of 
a  PCA  survey,  were  for  the  purpose  of  purchasing  farm  real  estate, 
and  one- third  of  all  PCA  loans  included  farm  real  estate  in  their 
security.   In  the  Census  surveys,  the  following  percentages  of  PCA 
loans  were  reported  as  secured  by  real  estate:   1961,  46  percent; 
1966,  27  percent  and  1970,  12  percent.   Similarly  for  banks,  a  small- 
er part  of  the  total  loans  were  reported  as  secured  by  real  estate 
in  succeeding  Census  surveys — 48  percent  in  1961,  52  percent  in  1966, 
and  40  percent  in  1971.   The  USDA  proportions  were  25  percent,  26  per- 
cent, and  25  percent  in  the  three  periods. 

8/   Garlock,  Fred  L.  and  Philip  T.  Allen,  Revised  Estimates  of  Nonreal 

Estate  Farm  Debt  Owed  to  Nonreporting  Creditors,  and  of  Total  Nonreal 

Estate  Farm  Debt,  1949-64,  ERS-191,  Econ.  Res.  Serv.,  U.S.  Dept.  Agr., 
Sept.  1964. 
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APPENDIX 

The  information  that  follows  is  provided  for  persons  interested  in 
a  more  detailed  explanation  of  the  methods  used  to  calculate  the  two 
new  benchmark  debt  estimates.   Contrasts  between  the  revision  method 
that  had  been  used  for  1961  and  the  method  used  here  for  1966  and 
1971  are  also  indicated.   Some  of  the  materials  given  here  are  re- 
ferred to  in  the  text  of  the  main  report. 

Appendix  table  1  shows  lenders  in  the  I&O  category  and  their  debt 
holdings  as  reported  for  the  three  Census  survey  periods.   It  indi- 
cates particularly  the  different  components  of  the  merchant  and  deal- 
er total  and  their  variations  in  the  different  Censuses.   Appendix 
table  2  shows  percentages  used  in  figure  1. 

Appendix  table  3  includes  information  relating  to  the  1961  benchmark 
revision.   This  information  is  included  here  to  indicate  there  were 
only  slight  differences  in  the  revision  procedures  used  in  making 
the  1961,  and  the  1966  and  1971,  benchmark  estimates.   It  shows  the 
regroupings  of  the  Census  data  that  were  steps  in  the  calculation 
of  the  1961  benchmark  estimate  of  I&O  debt.   The  initial  regrouping 
of  the  data  in  columns  4  and  5  of  table  3  had  been  modified  slightly 
further  (in  columns  6  and  7) ,  by  switching  slightly  different  amounts 
of  loans  from  the  real  estate  category. 

The  expansion  percentages  in  tables  4  and  5  were  used  to  calculate 
the  I&O  debt  presented  in  appendix  table  6.   From  these  calculations, 
it  is  evident  that  the  actual  1961  benchmark — $5,075  million — would 
not  have  been  very  different  if  the  revision  had  been  based  only  on 
the  "nonreal  estate  and  related"  debt  estimates. 

The  benchmark  estimate  for  1966  were  prepared  slightly  differently 
as  is  evident  in  appendix  table  7.   Table  7  reports  for  1966  the 
original  Census  farm  operator  and  landlord  debt  estimates  and  the 
debt  regrouped  into  "major  real  estate  and  nonreal  estate  and  re- 
lated." The  revision  method  differed  slightly  from  1961  in  that  the 
original  Census  data  were  not  adjusted  further  beyond  that  achieved 
by  the  establishment  of  the  regrouping.   However,  this  method  pro- 
bably resulted  in  much  the  same  debt  revision  estimates  as  would 
have  occurred  if  the  more  detailed  adjustments  had  been  made. 
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Appendix  table  1 — Debt  held  by  lender  groups  in  the  individuals  and 
others  category,  1961,  1966,  and  1971  Census  surveys 


Lender  group  and 
loan  purpose 


1961  1/.'1966  2/!l971  3/!  1961  [      1966!  1971 


-  -Million  dollars 


-  -Percent  of  total  _ 


Merchants  and  dealers 
ers,  total  4/ 

Lending  institutions, 
NEC  5/ 

Insurance  companies. 
Individuals  ,  NEC  _6  /  .  . 
Miscellaneous 


I  &  0 ,  total, 


Merchants  and  deal- 
ers by  product 

line  4/ 

Tractors  and  farm 
machinery 

Automobiles  and 
trucks 

Gas,  oil,  and  other 
fuel  for  farm 
business 

Feed,  seed,  and 
fertilizer 

Livestock  and 
poultry 

Supplies,  custom 
work,  and  other 
expenses  for  farm 
business 

Household(1966) 


1,592   2,369 


2,939   4,545 


129 


115 
107 


1,941 


54 


314  741  533 

176  290  229 

723  798  447 

135  347  103 


3,253 


100 


111 


52 


60 


11 

16 

16 

6 

6 

7 

25 

18 

14 

5 

8 

3 

100   100 


565 

836 

711 

35 

35 

37 

206 

440 

237 

13 

19 

12 

141 

131 

125 

9 

6 

6 

300 

49  3 

401 

19 

21 

21 

252 

247 

356 

16 

10 

18 

Merchants  and  deal- 
ers, total 


1,592  2,369 


1,941 


100 


100   100 


1/  U.S.  Bureau  of  the  Census.   U.S.  Census  of  Agriculture  1QSQ.  yni 

V.  Special  Reports,  Part  5,  1960  Sample  Survey  of  a.Hh.uL;  tt  q 

Government  Printing  Office,  1962. S 

1/  U.S.  Bureau  of  the  Census.   U.S.  Census  of  AgricultureT  196^  Vol. 
llll,    ITul         ReP°rtS>  ?art  4>  Fam  Debt;  U-S-  Government-  PW^J  n,_ 

3/  U.S.  Bureau  of  the  Census.   U.S.  Census  of  Agriculture,  196Q T  Vol 
5,    Special  Reports  Part  2,  Farm  Finance.   U.S.  Governs  i^^iL   nf_ 
rice,  xy / 4 . 

T7  A1l. merchant  and  dealer  debt  included  here  and  in  other  tables  is 
classified  as  nonreal  estate  debt,  while  in  the  Census  reports  part  of 
it  was  reported  as  secured  by  farm  real  estate. 

PCA'l^uT10™,    elsewhere  classified  are  commercial  and  savings  banks, 
PCA  s   FmHA,  and  nonreal  estate  loans  of  life  insurance  companies. 
6/  Individuals  elsewhere  classified  are  only  individuals  granting 
mortage  loans  (or  land  contract  loans)  in  connection  with  the  sale  of 
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Appendix  table  4 — Calculation  of  the  expansion  percentage  used  in 

the  1961  revision 


Lender 


Census  debt  estimate 


Originally 
reported 


Adjusted 


USDA 

debt 

estimate 


Calculated 
ratio 


Banks . . 

FmHA.  .  . 

PCA's. . 

Total 


2,567 
159 
613 

3,339 


Million  dollars 


3,001 
203 
813 

4,017 


1/  4,944 

418 

2/  1,140 

6,502 


Percent 


4,017*6,502-61.8% 


1/   $40  million  less  than  the  actual  USDA  figure  because  this  amount 
was  estimated  as  secured  by  real  estate. 
2/  The  part  of  PCA  loans  estimated  to  be  true  nonreal  estate  loans. 

Appendix  table  5 — Calculation  of  expansion  percentage  for  1961  re- 
vision, using  the  alternative  "nonreal  estate  and 
related  debt"  groupings 


Lender 


Census 

nonreal  estate 

debt 


Census 

nonreal 

estate  and 

related  debt 


Calculated 
ratio 


Banks . . , 

FmHA 

PCA's. ., 
Total, 


2,567 
159 
613 

3,339 


Million  dollars  - 


2,942 

217 

1,144 

4,303 


4,984 
418 


Percent 


6,882   4,303f6,882=62.5% 
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